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ICE, ICE, Baby

Spedial to the Star-Telegram
"There's a few hedge fund managers out there who are masters at knowing how to exploit the peak [oil]
theories and hot buttons of supply and demand and by making bold predictions of shocking price
advancements to come, they only add more fuel to the bullish fire in a sort of self fulfiling prophecy.” —
National Gas Week, September 5, 2005 as reprinted in the US Senate Permanent Subcommittee on
Investigations' report, "The Role of Market Speculation in Rising Oil and Gas Prices,” June 27, 2006

Fiddling While We Burn

There it is in plain sight for everyone to see, exactly what I've been reporting for the past few years: Many
individuals who are investing in oil and natural gas futures are going out in the media and trying to
convince the American public that either we are out of oil or there is a serious supply shortage of crude
against worldwide demand. The question is: Does it surprise you to discover that the US Senate
investigated the rigging of the oil market by speculators in the summer of 2006 — and concluded that there
was no supply and demand problem with oil? Did you know that their conclusion was that speculators were
responsible for a 70 percent overcharge in the price of oil in the months leading up to the summer of
20067

This from page 1 of the Executive Summary of that Senate investigation, there is this one troubling line:
"Today, U.S. oil inventories are at an eight-year high, and OECD (Organization for Economic Co-operation
and Development) oil inventories are at a 20-year high.”

That's odd because, in 2008, just like today, the media reporting covered the serious international
shortage of oil and justified oil's high price. Even more troubling is that the House of Representatives held
a hearing this past December, ominously titled "Energy Speculation and Price Manipulation.” How did it
pass under the radar that both the Senate and the House studied the issue of price manipulation in our
energy markets and both concluded that it was unregulated, massive trading in one futures market that
was really driving up the price of oil and natural gas? And given that conclusion, why has Congress done
nothing about it?

Investors Make the News, Literally

A week ago Goldman Sachs issued a new i tor note, suggesting that somewhere between six months
to two years, the price of oil could go into a “super spike” and prices jump as high as $200 per barrel. It
became the major story of the night. Ignored in the reporting frenzy was that many legitimate and
well-respected oil analysts dismissed Goldman Sachs’ prediction as groundless.

Get ready for the next shock to your system. In the past month we have added 11.9 million barrels of oil
into our stock reserves, giving us 32.3 million more barrels of oil than we had on hand January 1, On May
5, we found out that for the second time in as many years, Iran was storing its excess crude oil on tankers
in the Persian Gulf, because it had run out of storage space in the desert and was awaiting buyers for its
heavy crude. That same day Saudi Arabia cut the discount price for its Arabian Heavy crude to $7 45,
hoping to entice more buyers for immediate delivery. We didn’t hear that news, either.

While researching my third article for BusinessiWeek online about the world's oil situation in 2008, | asked
for the most current report from Oil Movements. Because the oil industry is not transparent, Oil
Movements tracks every tanker at sea, from both OPEC and non-OPEC oil countries, along with their
cargoes’ final destinations. Anne O’'Shea responded immediately to my request with their report dated May
8, 2008. Just so you will know, oil shipments are up from a year ago in aimost every class, including
Middle East oil in transit and Non-OPEC in Transit. The only class of oil shipment that has declined is
covered on page 3 of that report. That chart is labeled, "4-Week Changes in Westbound Qil at Sea.”

That's right, shipments of cil headed west have shown serious declines during the month of April, down
800,000 barrels per day in the week before the publication of the report. Now, let me give you the first line
from under the Westbound Qil shipments chart: "In the west, a big share of any [oil] stock building done
this year has happened offshore, out of sight.”

Could this be true? Oil Movements, the unimpeachable source for finding the real world situation on oil
transits, is saying that oil is being hidden offshore, not declared in inventories? Yes, that is exactly what
they are saying

That same week our refineries cut their production runs back to 85 percent. down from 83 percent a year
ago. to tnm more gasoline out of our stock reserves, to increase their profits per galion.

National Short-Term Memory Loss

It's amazing how quickly we forget our recent history. Congressional hearings in 2001, blasting certain
Wall Street executives for using the media to sell the public on stocks in order to bid up the price - so their
firm could divest of its shares without taking a beating. Meanwhile, other trusted advisors pushed stocks
that were fundamentally worthless, because their affiliated banks had large loan agreements with those
companies.

The year before Enron had been caught manipulating the California energy market, even forcing rolling
blackouts across the northern part of their state apparently just for effect — to support their claim that there
just wasn't enough electricity to go around. Again, we now know that claim was untrue. It was Enron
shutting down certain power generation plants, while placing bets on their unregulated energy futures
market. The net cost to California consumers was almost $8 billion.






